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Successful Examples of Disclosure as a Regulatory 
Mechanism

Food labeling

Medical package inserts

Securities laws

In each case, negative information can reduce firm profitability directly 
through reduced demand



Potential Difficulties Using Disclosure for Pollution 
Abatement

The relationship between the agents who receive the information and 
firm profitability is not clear:

Consumers may not be aware of, understand, or care about, the pollution 
embodied within a good.  (Green marketing has not always been so
important.)

Households living near dirty plants do not necessarily value lower toxic 
releases; firms may benefit from having lower property values surrounding 
their facilities.

Liability issues are difficult to asses – particularly as many of the effects 
from toxic exposure are long-term.  



Why Study the PCB Industry?

PCB production is one of the largest contributors to pollution in the 
micro-electronics industry.  (Primarily water pollution.)

Significant changes in market structure over the past 50 years make it 
less likely for the industry to respond to voluntary pollution abatement 
programs (decreasing concentration; increasing foreign competition on 
cost).

Yet, we see in this industry that reported releases fell by more than 
96% between 1988-2003.



Aggregate TRI Releases in the PCB Industry: 1988-2003
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TRI Releases Per Board:  1988-2003
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Issues of Concern

Correct normalization of releases?

By number of boards?
By size of boards?
By TVS?

Plant exit.

Reduction of toxic releases due to other Federal regulations or policies.

State-level programs.



The Basic Model



Possible Modifications to the Model

Break down releases into different pollution media (eg. air, water)

Note that not all facilities report toxic releases in all forms

Take into account ratio of hazardous air pollutants in air model

Take into account ratio of CWA pollutants in water model



Descriptive Statistics on the Sample



Aggregate TRI Releases: Levels and First-Differences



TRI Air Releases for Facilities Reporting Non-Zero Air



TRI Water Releases for Facilities Reporting Non-Zero 
Water



Explaining Toxic Releases in the PCB Industry, Part I

1. Exit from industry by the dirtiest facilities led to part of the over-all 
reduction in industry level releases.

2. Facilities located in non-attainment counties have significantly 
lower levels of releases.  We find some evidence that changes in
attainment status also are associated with larger reduction in 
toxic releases.

We estimate that TRI levels would be between 125%-245% higher than 
current levels if no facilities were located in non-attainment counties.

3. Federal regulations for water pollution (CWA) and for hazardous air 
pollutants (HAPS) also play an important role in the reduction of toxics.



Explaining Toxic Releases in the PCB Industry, Part II

4. Although facilities located in attainment counties start out being 
significantly dirtier than facilities located in non-attainment counties, all 
other things being equal, attainment facilities reduced their toxic releases 
more rapidly than non-attainment facilities such that by 2003, the 
facilities were not significantly different from one another.

5. State-level TRI programs make a difference.  Facilities located in 
states with specific reduction targets for TRI substances showed
significantly compressed distributions of releases of all types. We 
find evidence that states only with out-reach programs for TRI 
polluters have compressed distributions of air releases.  



Policy Implications/Recommendations

1. State level policy that is perceived as being a potential “threat”
of future formal regulation, if not met voluntarily, may induce 
firms to abate.  

2. Outreach programs that provide information to polluters on 
pollution prevention or pollution reduction methods may also 
have a beneficial effect on releases.  This may be especially true 
for industries that are dominated by small and medium sized 
polluters who do not have the resources to carry out research 
and development on PPP.

3. A better understanding of the mechanism through which public 
disclosure affects firm behavior is extremely important if policy 
makers wish to rely upon it as a regulatory tool.
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